









































e Provided training on suspension and debarment to grants officers and
scheduled training for Contracting Officers.

o Strengthened participation in the Interagency Suspension and Debarment
Council (ISDC).

e Identified additional training for the suspension and debarment participants.

e The Department of State is revising procedures to require a written
determination on action taken regarding referrals for suspension or
debarment from Contracting Officers and/or the Office of the Inspector
General.

e A/OPE drafted a Suspension and Debarment Handbook, which is currently
being routed for approval. OIG already reviewed and provided comments.

While the Department of State does not believe procedural barriers currently
hamper suspension and debarment activity at State, any actions to lower procedural
barriers should be addressed by the Interagency Suspension and Debarment
Council (ISDC) to ensure consistent treatment of contractors across agencies. Any
changes to procedures should be directed at all agencies.

The Department of State agrees that a written determination on actions taken
regarding referrals for suspension and debarment from Contracting Officers and/or
the Office of the Inspector General should be made by the Suspension and
Debarment Official.

13. Provide adequate staffing and resources, and establish procedures to
protect the government’s interests

As noted above, the Department employs an internal funding mechanism,
charging a one percent fee on all contracting services. This gives the Department
flexibility to surge and dedicate resources to manage acquisition support to specific
contingency operations as required.

INL oversight improvements: INL has taken steps since 2006 to improve

contract administration and program management, including for operations in
conflict areas, in response to a variety of oversight community recommendations
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as well as INL’s own managerial initiatives. Among the improvements are
enhanced financial management, contract administration and oversight standard
operating procedures and additional education for our personnel that strengthen
INL’s management and operations in those venues. Beginning in 2006, INL used
the findings from three internal reviews of our Iraq and Afghanistan contract
administration processes and controls to develop a new contract administration
framework, with tougher contract oversight, invoice reviews, and reporting
requirements. Key among the improvements was the establishment of an office
that provides contract oversight and supports program management for
Afghanistan and Iraq as well as increased staffing for contract administration and
program management at headquarters and in the field. Specifically, INL:

e [nstituted more precise Statements of Work (SOWs) and more specific
interagency agreements;

e Employed the use of Quality Assurance Surveillance Plans (QASPs) to more
closely monitor contract performance;

e Required the use of a credible inventory system for use by foreign assistance
contractors, which meets Defense Contract Management Agency (DCMA)
requirements; and instituted an annual inventory system for contractor
purchased property to reinforce accountability measures already employed
through INL’s end-use monitoring procedures;

e Increased the number of program officers and contract administration personnel
in the field and at headquarters;

e Defined specific roles and responsibilities for contract administration staff
which includes greater specificity in defined standard operating procedures for
invoice validation and review;

e Improved the accessibility of contract management staff to Contract Officer’s
Representative (COR) files by instituting remote electronic access from the
field to headquarters;

e [Engaged the Defense Contract Audit Agency (DCAA) to conduct incurred cost
audits of our task orders for Iraq and Afghanistan; and

e Required contractors to provide more frequent and detailed cost reporting and
detailed work plans prior to the commencement of work.
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INL has paid special attention as well in its planning to ensure effective
management and oversight is built into its Iraq programs. We have established a
new position — Assistant Chief of Mission for Law Enforcement and Rule of Law
Assistance, reporting to the Ambassador, who oversees all INL assistance in Iraq.
For the new PDP, INL will utilize a robust monitoring and evaluation (M&E)
program to ensure that the PDP is managed to achieve the goals and objectives that
were established during the planning stage of the mission. Federally hired M&E
specialists, under temporary appointment (5 USC Sec 3161), in the INL/Baghdad
office and at INL’s hub locations will gather information from our senior police
advisors, analyze the information, and provide regular reporting to ensure that the
program is proceeding as planned and is efficiently allocating resources. INL is
also able to bring additional personnel to Iraq on a temporary duty basis for
specialized needs.

DCAA and DCMA audits: The Department of State currently participates
in annual audits with the Defense Contract Audit Agency (DCAA) of our high risk
contracts to ensure the appropriateness of contractor’s cost representations and
determine whether incurred costs are reasonable, applicable and allowable. The
Department is also initiating analysis of contractors’ property management systems
with the Defense Contract Management Agency (DCMA) for contracts that have
Contractor Held Property exceeding the $25,000 threshold. AQM puts in place
similar audit programs for each major Department contractor, to include those
supporting the INL Bureau.

Acquisitions Management has an interagency agreement with the Defense
Contract Audit Agency (DCAA) to obtain these audit services. Five DCAA
auditors will reside in Baghdad to perform contract oversight/audits.

In addition, auditors from DCAA will be assigned to each company
receiving a task order under the Worldwide Protective Services (WPS) contract.

Police Training Contracts: AQM has arranged, or is arranging, for DCAA

to provide audit services for three police training contracts, held by DynCorp,
PA&E, and Civilian Police International.
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Through the interagency agreement, the DCAA has audited six DynCorp
task orders (Civilian Police) for Iraq. In total, 30 task orders will be audited under
this contract. The Department has participated in the DCAA’s (DynCorp Resident
Office) audit program since 2010. This includes mandatory annual audits of
business systems and internal controls, audit of incurred costs proposals, labor
floor checks, Cost Accounting Standard audits, and special audits. The DCAA
DynCorp Resident Office has called upon several additional audit teams to assist
with the audit of direct and indirect costs on 10 major DynCorp contracts that have
expired. Some of these contracts supported the INL Bureau. The audits are being
performed in 2011 and 2012.

Acquisitions Management is working with DCAA to arrange for a similar
audit presence for the PA&E CIVPOL Contract.

We are in preliminary discussions with DCAA and Civilian Police
International (CPI) for the initiation of incurred cost audits for task orders under
CPI's CIVPOL contract.

Property Management Systems: The Department has established an
interagency agreement with the Defense Contract Management Agency (DCMA).
DCMA performs Property Management System Analysis (PMSA) of contractor
property management systems in accordance with FAR Part 45. DCMA conducts
these reviews for all contracts that have Contractor Held Property exceeding the
$25,000 threshold.

Fifty-two DCMA personnel will support our Iraq contracting efforts, with 26
DCMA personnel in Baghdad and the remainder posted at other locations in Iraq.

Conclusion: In summary, | would like to emphasize that the Department
takes its contracting program very seriously, and has taken steps to improve it and
elevate its status. Secretary Clinton and the Department’s senior management
realize the importance of a sound contracting function that protects U.S.
Government assets. Further, we work in close coordination with our colleagues at
DOD, to ensure we take a whole of government approach.
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In December 2010, the Department issued its first ever Quadrennial
Diplomacy and Development Review (QDDR), which provides a blueprint for
elevating American "civilian power" to better advance our national interests and to
be a better partner to the U.S. military. The QDDR calls for a new bureau to deal
with conflict prevention and stabilization, which will assess needs for contingency
resources.

The QDDR sets out four key outcomes for State and USAID, one of which
is working smarter to deliver results for the American people, including managing
contracting and procurement to achieve our mission effectively and efficiently.

We have begun implementing the QDDR, to improve contracting oversight;
some specific examples are as follows:

Elevate the status of contract oversight personnel

As initial steps, this summer we created a Contracting Officer
Representative (COR) Award to highlight contract administration achievements by
the COR; the first awardee has been selected. We also published an article in State
Magazine highlighting the importance of contract administration and the valuable
role of the COR.

Link Oversight Duties to Performance Evaluation

In January and April 2011, we issued Department notices reminding staff of
work elements for CORs and Government Technical Monitors (GTMs). The April
2011 notice provided guidance on critical work elements for supervisors to include
in COR and GTM performance appraisal plans (or Employee Evaluation Reports
(EERSs)).
Expand Training

Training has been expanded by launching a skills-based COR class in May
2011. The Department also adopted the Federal Acquisition Certification —
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Contracting Officer Representative (FAC-COR) requirements for initial and
continuous training in the business and technical skills of contract administration.

Elevate Accountability for Planning and Oversight of Large Contracts

As part of the QDDR process, the Department of State instituted a
requirement for the Assistant Secretary of a Bureau with a service contract with
expenditures exceeding $25 million per year to certify that adequate contract
administration resources have been identified to manage the contract.

The QDDR, initiated by Secretary Clinton, reflects the importance that the
Department places on contracting. We will continue working to improve
contracting oversight and management, for our entire acquisition program,
including contingency contracting.

As I have discussed today, we believe our current organization is most
effective for us -- having an Assistant Secretary of Administration, who also serves
as the CAQ, in charge of all contracting, including contingency. Currently, we are
awaiting confirmation of this Assistant Secretary, nominee Joyce Barr, a Foreign
Service officer with 30+ years experience. When Ms. Barr comes up for her
confirmation vote, I ask that you approve her swiftly so she can assume the
management of our acquisition program.

Thank you again for inviting me here today to discuss the CWC final report
and State’s contracting program. I will be glad to answer any questions you have.
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